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Setback for Bothaville ethanol plant

Ethanol Africa has temporarily halted constructodnts Bothaville, Free State ethanol productioanpl
due to delays in raising additional funding andeicidion over which construction model would be
most suited to the project.

Joe Kruger, managing director of Ethanol Africagdsdthough the
government has publicly stated its commitment tetbging a biofuels
industry, delays in formalising its support in Draft Biofuels Industry
Strategy were to blame. “This has caused seriolayslen Ethanol
Africa’s endeavours to raise additional funding ttee Bothaville plant,”
Kruger said in a statement.

However, Kruger noted that the company had acceas additional
pool of government funding as the project is sgatly important to the
country. Nevertheless, he said potential invedtmk very closely at the
security of an ultimate market and government suppoa national
scale before supporting biofuels projects.

Ethanol Africa project manager Martin Jooste sétigdoaigh construction
has been delayed, the plant will be completederthird quarter of 2008
and ethanol production will commence soon aftera@afthe company had planned to start production
in the first half of 2008. Jooste said the boardioéctors and investors have yet to decide on kwhic
construction model would best suit the project.ddel construction had been delayed by two to three
months to find the correct model, iron out techhitiiculties and obtain pricing for the alternagi

EPC (Engineering, Procurement and Construction)ehdiihe whole decision is about whether we as
owners are prepared to take some risk and can aleepsavings,” Jooste said. The current execution
plan for the project follows the EPCM (EngineeriRgocurement and Construction Management)
model where any risk and overrun in costs areferawners’ account.

The contractor only profits from the man-hours $genthe project. Jooste said he prefers this model
because the owner will have more control over tloegss. Alternatively, in the EPC model the
contractor is not only responsible for constructimsanagement, but also takes responsibility for the
construction costs.

Jooste said all the capital for the plant constomcs handed to the contractor and as the cowirat
assume risk for the project, he will charge a pskmium. “The client has very little control and/sey

is all for the contractor’s account,” Jooste expdal. e said technical issues have also causedsdaday
they have to decide if roller or hammer milling Maé used in the plant. Although Ethanol Africa has
started with some groundwork, equipment has bemoved from the site to avoid incurring additional
costs, Jooste said. Ethanol Africa intends to prdaeith an additional seven plants between 2008 and
2010 following the successful start-up of the Betha facility. — Wilma den Hartigh 2007-02-12



litres of biofuels by 2013. The strategy is
based on the national blending specifica-
tions of 8% ethanol (E8) with petrol, and 2%
biodiesel (B2) with diesel. We believe these
targets may be somewhat premature and
excessively optimistic, considering 2010 is
only three years away. Take into account
that no commercial biodiesel refineries or
large-scale, exclusive, fuel-grade ethanol
distilleries are currently in operation in
SA. These would take time to establish,
not to mention the capital that would
be needed. Also, consider that time to
production for most oilseed crops is con-
siderably longer than that of bicethanol,
SA currently consumes around 11 billion
litres of petrol and 8 billion litres of diesel
a year. Thus, if this new industry, ‘infant’ as
stated in the document, is to achieve the E10
target set for 2010, it will annually have to
contribute about 1,15 billion litres of ethanol
for blending into petrol. To achieve the B5
target by 2010, the industry will need to con-
tribute over 405 million litres of biodiesel to
the country’s liquid fuels market every year.
We believe that the strategy should:
« clearly address the issue of stimu-
lating demand for biofuels by
enforcing minimum blends on oil
and petroleum companies;
+advocate the expansion of feedstock
supplies and new crop species;
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industfy off the gro;md.

Stimulating demand
Although addressed in the
draft strategy, it is unclear

to whom subsidies, tax and
incentive benefits will accrue. It
is all very noble for government to

propose a minimum blend regula-

tion, but who will reap the benefits?

The biodiesel industry will inevitably
divide itself into different 'divisions’. First,
there would be the feedstock producers, the
farmers. Then, the oil pressers and ail pro-
ducers. Next, would be the oil traders, and
finally, the refiners, and suppliers of refined
fuel-grade biodiesel. These will either be
independent refineries or owned and oper-
ated by the oil/petroleum companies. The
oil/petroleum companies are not interested
in becoming farmers or setting up farming
divisions, nor are the farmers interested
in setting up oil presses and refineries.

The chain is more or less the same for
ethanol, although oil presses are omitted.
The question then is: who will benefit from
the 'so-called’ equalisation fund? Not the
farmers — they will be paid a market-set price
for their product, which Is currently less than
what they can probably earn from other
cash crops on the same patch of land. Thus,
what will convince farmers not to store thair

maize in a silo until the going price is more
acceptable? What will make them rather
plant biodiesel crops if they are not the ones
benefiting from government programmes?
Diverting maize to the production of
fuel, or exporting it to feed the US and EU
biofuels markets might further increase
the domestic price of maize, which is the
staple diet of a large number of South
Africans. This despite assurances from
government that the plan would not
negatively affect food security, as it would
use excess crop production and expand
production on underutilised arable land,
particularly that of emerging farmers.
This is highly unlikely and the feasibility
of maize to ethanol production is greatly
dependent on low maize prices.
Government is considering extending
the existing subsidy for liquid biofuels
(currently at 40%), but such blanket sub-
sidies have had a history of primarily
benefiting the large-scale producers.
Careful targeting of the subsidy is needed
if benefits are to extend beyond indus-
trialised agriculture and refineries.
However, a framework of laws and requ-






